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0")
PO Box 865 v % . .
#5 — 9110 Glover Road a2 2
Fort Langley, BC V1M 282
604.888.0786 o
604.888.3268 gg _ ﬂ A 5 j
NOTICE OF ANNUAL GENERAL MEETING 74 /g [] <

TO THE SHAREHOLDERS: DZ ?Zﬁ ’ﬂ >4

NOTICE IS HEREBY GIVEN that the annual general meeting (the "Meeting") of Megastar
Development Corp. (the "Company") will be held at the offices of the Company’s solicitors,
Messrs. Clark, Wilson, 8" Floor, 885 West Georgia Street, in the city of Vancouver, BC, on
Friday, the 25" day of July, 2003 at 10:00 a.m. (Vancouver time) to transact the usual business of
an annual general meeting and for the following purposes:

1.

2.

To receive and consider the Report of the Directors to the Shareholders;

To receive and consider the financial statements of the Company, together with the
auditor's report thereon for the fiscal year ended February 28, 2003;

To consider and, if thought fit, to approve an ordinary resolution to set the number of
directors at three (3);

To elect directors to hold office until the next annual general meeting of the Company;

To appoint the auditor for the Company to hold office until the next annual general
meeting of the Company;

To authorize the directors to fix the remuneration to be paid to the auditor for the
Company;

To consider and, if thought fit, to approve an ordinary resolution to adopt a formal stock
option plan (the “Plan™), such Plan being in compliance with the policies of the TSX
Venture Exchange, providing for the granting to the directors and employees of the.
Company of incentive stock options to purchase common shares in the capital stock of
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P 5,2‘;(.
L

the Company details of which " are set out ‘in the enclosed Proxy Statement and
Information Circular; and -~ - "= v v

8. To transact such further or other businessas may properly come before the Meeting and
any adjournment or adjournments thereof.

A Proxy Statement and Information Circtiiar dnd Proxy Formi accompany this Notice of Meeting.
These documents provide additional’information relating to the matters to be dealt with at the
Meeting and form part of this Notice of Meeting.

The share transfer books of the Company will not be closed, but’ the Company’s Board of
Directors has fixed June 20, 2003 as the record date for the determination of shareholders entitled
to’ notlce of and 0 vote at the Meetmg and-&t 4 any adjournmient or postponement thereof. Each
regxstered Shareholder at thé'¢loke of busmess on tHat'date'is éntitled to such notice and to vote at
the Meetmg in the c1rcurhstances set out 1n the aceompanylng Proxy Statement and Informatlon
Circular, * - ‘ ! e Do
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If you are unable to attend the Meeting in person, please complete, sign and date the enclosed
Proxy Form and return the ‘samé in the enclosed return envelope provided for that purpose. If
you receive more than one Proxy Form becausé you owti sharés registered in different names or
addresses ‘each Proxy Fc orm-should be completed ‘and returned.. “The completed form. of proxy
must be rece1ved by the Comipany or'by Pacific Corporate Trust:Company by mail or by fax, at
least 48 hours prior to the scheduled time of thé Meeting at which such proxy is to be used,.or
mth the Chalrman of the Meetmg on the day of the Meetlng, ot any adj ournment thereof

L

Please advise the Company of any change in youf address "

DATED at Fort Langley, British Columbia, this 24th day of June, 2003.
oL :' i Lo -

et : By Ordet of the Board of = e
LaietET il MEGAgTAR DEVELOPM]ENT CORP.

Taad

“Peter Haladzn

P D B AP PETER HALADIN _
: CoeL T Premdcn and Director _

s




MEGASTAR DEVELOPMENT CORP.
PO Box 865
#5 9110 Glover Road B
Fort Langley, BC ViIM 282 . =
604.888.0786
e 604.888.3268.
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PROXY STATEMENT ANDINFORMATION CIRCULAR,
(As at. June 24,2003 exeept as. mdmated)

MANAGEMENT SOLICITATION .. ¢ oo

.Thls Proxy Statement and Informatlon Clrcular lS furplshed to the shareholders (the
“Shareholders”) of Megastar Development: Corp,- (the “Company”) by the Board of
Directors of the Company in-connecticn with the solicitation by the Company s Board of
Directors of proxies to be voted at the annual general meetmg (the “Meetmg”) of the
Shareholders to be held on Frlday, July 25,2003 at 10:00 a.m. (V ancouver time). -

- ‘.'\)_.;gfi.\l; i

The sohc1tat10n w111 be eondueted by mall and may be supplemented by telephone or other
personal contact to be made witheut special gompensation by th,e dwectors regular ofﬁcers and
employees-of the Company: . The Company. does.not.reimburse shareholders nominees or agents
for the cost incurred- in-obtaining from their. principals: authonzatxon to execute forms of proxy,
except:that the Company has requested brokers and nominees,who hold stock in their resnectlve
names to furnish this proxy.material to.their; customers, and, the (‘ompany wﬂl rermburse such
brokers and nominees for their related out of pocket expenses. No solicitation will be made by
specifically engaged employees or soliciting-agents.. The-cost of solicitation will be borne by the
Company.
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VOTING AND REVOCABILITY OF PROXY

Registered Shareholders areentitled to;vote at the Meeting. A Shareholder is entitled to one vote
for each’ Comunion Share that such Shareholders holds on the Record Date on the resolutions to be
acted upon at the Meeting and any other matter to come before the Meeting.

The persons named as proxyholders (;he “deszgnated persons™) in the enclosed Form of Proxy
were designated by the directors: of the’ Company. A SHAREHOLDER HAS THE RIGHT
TO APPOINT A PERSON:: OR CORPORATION (WHO NEED NOT BE A
SHAREHOLDER) TO ATTEND AND ACT FOR AND ON BEHALF OF THAT
SHAREHOLDER AT THE MEETING, OTHER THAT THE DESIGNATED PERSONS
IN THE ENCLOSED FORM OF PROXY. TO EXERCISE THE RIGHT, THE
SHAREHOLDER MAY DO SO BY STRIKING OUT THE PRINTED NAMES AND
INSERTING THE NAME OF SUCH OTHER PERSON AND, IF DESIRED, AN

D/lim/475312.1
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ALTERNATE TO SUCH PERSON IN THE BLANK SPACE PROVIBE IN. THE FORM
OFPROXY e . TS AL E T :

In order to be voted, the completed Form of Proxy must be rece1ved by Computershare Trust
Company of Canada or the office of the Company by mail or by fax, at least 48 hours prior to the
scheduled time -6f the* Meeting at which' such:Form of Proxy is to-be used, or with the Chairman
of the Meetlng on the day of the Meetlng, or any adJournment ithereof. ;

A proxy" may not be vahd unless itis dated and srgned by the Shareholder who is g1v1ng it or by
that Shareholder’s attornéy-in-faet' duly:authorized by that. Shareholder in writing or, in-the case
of a corporation, -dated‘and” executed by a duly:-authorized o;ﬁcer or attorney-in-fact for, the
corporation. If a-Fofm of Proxy i is executed by an: attorney-vm-fact for an individual Shareholder
or joint Shareholders -0f by an officer: or attorney-in-fact:for. a- corporate Shareholder, the
instrument'56 empowering the'officer or attorney-in-fact, as-the case may be, or a notarial copy
thereof, should accompany the Form of Proxy. A :

A Shareholder who has given-a:proxy may sevoke it atany tithe, befors it.is. exercised, by an
instrument in wrmng (a) executed by that Shareholder or by that Shareholder’s ‘attorney-in-fact
authorized'in ‘Writing or,’ whete ‘that Shareholder is.a corporation, by:a duly authorized officer of;
or attorney<in-fact for, the <orporation; and (b)'delivered either: :(i) to the Company at PO Box
865 Unit‘ "5 91"10 Glover' Road Fort’ Langley, BC 'VlM 282. (Attention Peter Haladin) at any

or postpornied, any reconvenmg tnereof or (11) to the Chanman of the Meetlng prior to the vote on
matters covered by the proxy on the day of the ’Vleet.ng or, 1f adJourned. or postponed, any
automatlcady be revoked by- etther () attendance ‘at the Meetmg and partrclpatlo'l in-a p_oll
(ballot) by a Sharecholder, or:(ii) submission of a.subsequent proxy: in :accordance’ with the
foregoing procedures: A’ revocafron of a proxy does not: affect any matter on vvhlch a_vote has
beentakenprlorto the revoca fon. v Um Tl im0 0 L :

N [ i ~

IN"“THE - ABSEN"E 014 ANY INS’! RUCTEGNS THE DESIGVATED PERSONS OR A
OTHER' PROXY AGENT NAMED ON-THE: PROXY FORM WILL CAST THE
SHAREHOLDER’S VOTES ON"ANY. POLL (BALLOT) FOR THE APPROVAL OF
ALL THE MATTERS IN THE ITEMS SET OUT IN THE FORM OF PROXY AND IN
FAVOR OF EACH OF TI-IE NOMINEES NAMED THEREIN FOR ELECTION AS
DIRECT@RS ' et s

The enclosed Form of Proxy: confers discretionary authority upon the persons named therein with
respect to other matters ‘which:. may properly come:‘before. the ‘Meeting, including any
amendments or Variations to any matters identified in the Nofice of Meeting and with respect to
other matters which may properly come before the Meeting. - At the date of this Proxy Statement
and Information Circular, management of the. Company knew.:of no such amendments,
variations, or other matters to-come before the Meeting. - e :
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In the case of abstentions from or withholding ¢f the woting of Common. Shares on-any matter,.
the shares which are the subject of the abstention or withholding (“non-voted shares™). will be
counted for determination of a quorum but will not be counted as affirmative or negative on the
matter to be voted upon CoanL Selwme e s e e b
No person has been authonZed to' give any 1nformat10*1 or; to make any fepresentatlon other than
those contained in this ProxyiStatement. and Informatien-Circular. in. connection,. with. the
solicitation of proxies and, if given or made, such 1nformat10n or representations must not be
relied upon as having been authorized by the. Company. - The delivery of this :Proxy. Statement
and Information Circular shall not create; underiany-circumstances; asmy: Amphcanon that there has
been nc change in'the information set-forth:herein since the:date-of the; Proxy | Statement and
Information Circular:'This Proxy Statement:and -Information, Circular-does. not constltute the
solicitation of a proxy:by anyone in any-jurisdiction in which- sueh selicitation is; not author17ed
or in which the person miaking:such solicitation-is:net quahﬁed 1o, do 50,0810 gnyone o, whom it
is unlawful to make such offer of solicitation. — S e e o b

ADVICE TO BENEFICIAL H.LDERS GE C@MMON SHARES

IO ST
r v'}l;,ﬁw!v- AN "LiL;“"‘ g e}

The mformation set forth.in: thlS sectlon is. of ,s1gmﬁ(;ant Jmportance 10 many Shareholders asa
substantial number of Shareholders-do. niot-holid:shares in their own.pame. Sha.reholde::s who do
not held-their shares in their: owr name :(referred, $o_in this ProxyL Statement and Informatlon
Circularcas “Beneficial Shareholder”). should=note that only proxies, deposited by Shareholders
whose names appear.on-the records ofithe Company as the registered-holders of Common, Shares
can bé: récognized.and acted-uipon .at the Meéting. ; If Common.Shares are listed .in.an account
statement provided to a Shareholderby.a broker; then.in almost all cased those. Cpmmon Shares
will net:be registered:in the. Shareholder’s name:on the. records of the. Company. - Such Common
Shiaresiwill mote likely be registered under-the names, of the. Shareholder’s broker. or.an. ag‘,entxof
that broker. ‘Inithe United States, the vast:majority-of such. Comymon Shares are registered under
the name of Cede & Co. as nominee for The Depository Trust.Company- (which- acts as
depository for many U.S. brokerage firms and custodian banks), and in Canada, under the name
of CDS & Co. (thé'registration name i the Canadian Depository for Securities Limited, which
acis as nominee for many - Canadiari tirokeragé firms).. Beneficial Shareholders should ensure that
instructions respectmg the voting’ o“fﬂren:’Cgmman Shares are commumcated 'go the appropriate
person VTR VUSOVY CHETT WDOCTUM o I T g
‘ SURTATIREE GRUT TaWLAYT AT e A4 . L

Apphcable regulatory policy requires intermediaries/brokers to seek votmg mstrucnons from
Beneficial Shareholders in advance of shareholders’ meetings. Every intermediary/broker has its
own mailing procedures'and:provides its..own return instructions to-clients, which should be
carefully:followed by Beneficial-Shareholders in:order to ensure that their Common Shares are
voted at the Meeting:: The form of proxy.supplied to-a Beneficial Shareholder by its broker (or
the agent of the broker)is similar to the Form.of Proxy provided to the registered Shareholder by
the Company. However;. its-purpose is limited to instructing the registered Shareholder (the
broker or agent of the broker) how to vote on-behalf of the Beneficial Shareholder. The majority
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of brokers now delegate responsibility for obtaining instructions from clients to ADP Investor
Communication Services (“ADP”) in the United States -and: Independent Investor
Communications Company (“lICC”) in Canada. ADP and IICC typically apply a special sticker
to proxy forms, mail those forms to‘the:Beneficial Shareholders.. Beneficial Shareholders should
return’ the ] proxy forms to' ADP'for the: United States‘and IICC for Canada:, ADP and IICC then
tabulaté the ‘resuits ‘of all’ mstrﬁctlons ‘teceived’ and: ;provides appropriate instructions respecting
the voting of shares o’ “be represented at the Meeting. - A Beneficial Shareholder receiving an
ADP proxy or an IICC proxy cannot use that proxy to vote Common Shares directly at the
Meetmg the proxy ‘must be retuined to ADP or IICC, as the case may be, well in advance
of the Meetmg m order to haVe thelr Common Shares voted at the Meetmg

PRER ST
Although a Beneficial Shareholder may not be recogmzed drrectly at the Meetmg for the purpose
of voting. Common_Shares registered in the name of his broker (or agent of the broker), a
Beneﬁcral Shareholder may atterid at the Meetmgas proxvholder for the registered Shareholder
and vote the Common Shares in, that capacrty Beneﬁcml bhareholders who-wish to attend at the
Meeting -and 1nd1rectly vote their. Common Shares as proxyholder for the registered Shareholder
should enter their own names‘in-the blank space on the instrument of proxy provided to them and
réeturn the same to their broker (or the broker’s agent) in accordance with the instructions
provided by such broker (or agent) .well in advance of the Meetmg

b frs

Altematlvely, a Beneﬁcral Shareholder may request in wrmng that “his of her broker sent to the
Beneficial Shareholder a legal proxy which would enable the Beneficial Shareholder to attend at
the Meeting and vote his or her Common Shares.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

The Company is authorized t'o';'i‘ssue 100,000,000 common shares without par-value, of which’
7,841,371 common shares are issiied and outstanding. :

Only the holders of common shares are entitied to~vote “at the- : ~Meeting -and the holders of
common shares are entitled to one vote for each common share, held. Holders of common shares
of record on June 20, 2003 will be entltled to vote at the Meeting.

To the knowledge of the directors and senior.officers of the, _Company, the followmg persons
beneﬁc1ally own shares carrymg more than 10% of the votmg nghts attached to all shares of the -
Company:” :

‘I“)er yI?each Ho mgs td. 317 688M

(MDerby Reach Holdings Ltd. is a company wholly owned by Peter Haladln the President and a Dlrector of the Companv



ELECTION OF DIRECTORb

The directors of the’ Company are elected at each annual general ,meetmg and hold ofﬁce untll the
next annual general meeting- or: until’ their=successors : are; appomted, In_ the absence of
instructions to the-contrary; the enclosed: Form: of Proxy.will be;woted, for; thf: nommees hsted in
the Form of Prox“y, alP of whom c.IL presently méembers, of the Boazd of D1rectors

Caree gt g
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The Shareholders W111 be asked to pass.an? @rdmary 'esolutaon to set the number oﬁ dlrectors of ,
the Company at three (3). -Management:of:the:Corpany - proposes to nommate each of the:)
following persons for election as a dlrector Information concernmg such persons, as ‘furnished

by the 1nd1v1dual nominees, is'as fol‘ows T R T e :

,,theﬁchnariy*

ey T

PETER HALADINY . | Liconsed Recltor, . | 912788 " " ’l'??cémb‘er 15, 2000
Canada T \ . _gkares(4) }.‘, . , RS
PRESIDENT, CEO and Frnd ) o

DIRECTOR

JAMES REAMSBOTTOM® '+ . | Busivessman -z, = <i.o.. | 188000 . | December 15, 2000
Canada e et |.shares LT
DIRECTOR TR T | T e

JERRY MINNI®® ~ ~ " L Cersifics Ganetad Accountar ~ ~ | 141:125(5 - | -March 13, 2000
Canada Sl st e npeey s Tl Lsharey b s
DIRECTOR

et e e e,
Ny A

-(1) _-'I'l-e nfomatlon as to caunu-y o:.:eqdence and pnnmpal occupatlon, not bemg thhm the knowiedge of the Company, has been
furnished by the respectwe ‘nominéés. "

(2) The information as to shares beneficially owned or over which a dxrector/nommee exercises control or direction, not bemg thhm
the knowledge of the Company, has been furmshed by the respective nominees as at May 1, 2003.

= {3)  Member of the Audit Committee: =i - xx o

4" 817,688 of thése shares are held bi*Derby Reash H()ldmgs Ltd 2 company wholly owred b Peter Haladin, the President and aL

' Director of the Company. CHnnes
_(5) 125,123 6f these shares are held by a private company of which Jerry Minni owns 5 0%

The Advance Notice™ of the"Me‘ething‘ inviting nominations for directnrs of the Conipany as
required by section 111 of the* Company Act (British Columbia) was mailed to the British



Columbia Securities Commissior, the Alberta Securities: Commission: and to .the TSX Venture
Exchange and was pubhshed in the Provmce newspaper Vancouver, British Columbia on May
29 2003. No nominations for directors weré recelved frorn the members of the Company

1

ST

STATEMENT oF ‘EXECUTIVEV COMPENSATION .~ . .
Particulars of compensation PaldTo e

().

Ao

(b)

the Company’s chief exccutive officer (“CEO”);

s
Ay

each of the Company 's four most h1ghly compensated executwe ofﬁcers other

than the CEO, who were serving as executive officers at the ‘end of the most
recently. completed financial year and whose total salary and bonus exceeds
$100 OOOperyear or Ly
(c) any additional individuals for whom disclosure would have been provided under
(b) but for the fact that the individual was not serving as an executive officer of

#. 1 - the Company-3t the end of the most-zgcently completed financial year;.. .

FC RIS v

(each a “Named Exe.u tive @fﬁcers ) is set ont in tﬁé“sﬁfh:hé‘i&"c‘oxﬁ}éﬁé’aﬁon table below:

SUMMARY COMPENSATION TABLE

Peter SNl $42,000%
Haladin,® | 2002 | Nil™ TOONAL Nil $42,000¢
President, | 2001 | N/A FON/A N/A Nil
CEO and ‘ A Tl (e S micmu g h JSRPSR ISP - i .
Director| | . : o ‘
Jerry: ... {72003 Nil . Jo- Ml : ©Nil Nil | ' Nil Nil Nil
Mirni® - . 2002 Nil . ol A u N Nil Nil Nil Nil Nil
Former - -} 2001 Nil .. -Nil $38,000© 282,000 Nil Nil Nil
President ~| o
and CBO a0 i . - AT . [

W The Company has not granted any restncted sharés oF réstricted share umts stock appreclauon ng,hts or-

" Torig-term incentive plan’ payouts to the Named ‘Executive: Officers-during-the fiscal years indicated.-
@ ~ The value of perquisites and other personal beneﬁts securities and property for the Named Executlve
Officers that do not exceed the lesser of $50 000 or 10% of the total of the annual salary and bonus are
- not reported herein.
@ Peter Haladin was appointed the Pre51dent and Ch1ef Executwe Ofﬁcer on May 30, 2001



@ Of this amount, $18,000 is paid to Peter. Haladin pursuant 10 a Management Agreement, whereby Peter
Haladin is paid a management fee of 51,500 per month and $24 ;000 is.paid.to First Capltal Realty Ltd a
company conirolled by Peter Haladm pursuant to an agreement whereby Ftrst Capxtal Realt‘y’ Ltd 15 paid
$2,000 per month for office management sérvices. R

® Jerry Minni was appointed the President and Chief Executive Ofﬁcer of the Company on March 28, 2000
and resigned from both positions on May 30 2001 b soa
©® This sum represents management fees and administrative fees pald or accrued to JVM Management Ltd
a private company owned 50% by Jerry Minni and 50% by Vera Minni, .
@ 240,000 of these options are pre-consolidated and 42,000 options are post- -consolidated.”

There were no Named Executive Officers serving as ‘executive officers at the énd of the most
recently completed financial year or executlve ofﬁcers who served durmg the ﬁnanmal year
whose salaries exceeded $100, OOO per year ' ‘ S

There were no long-term incentive" plans in place for’ any \Iamed bxecutlve ‘Officer of the
-Company during the most recently completed financial year. "~ - = B

OPTIONSAND SARS ~ '~ "' o oiwr

m— rare

Peter Haladin 352068 | “ b 50, . March 6, 2008’

AGGREGATED OPTION/SAR EXERCISE§DUKNG o
THE MOST RECENTLY COMPLETED FINANCiAL YEAR L
AND FINANCIAL YEAR—END OPI'iON/SAR VALUES

 Nil/Nil

Peter Haladin 326,351 © $32,635:10 v 359’ 068/0

There were no optlensheld bythe CEO “or any Named Executlve Officer that were repriced
downward during the most recently completed financial year.




There were no defined benefit or actuarial plans in place:for any;Named;Executive Officer during
the most recently completed financial year.

:!‘g.';;, i A-‘,"...'?“'-’_" v

There ‘are no employment contracts or compensatory plans or arrangements between the
Company and a Named Executive Ofﬁcer I '

The Company has no cornpensatron commtttee

e

COMPENSATION OF DIRECT@RS o U

Particulars of stock options granted to directors of the Company durmg the most recently
completed financial year are as follows:

R RS S S L ST

w L R T DateofGram
. ‘Name.of Director..; . - g - Expiry Date -
James Reamsbottom £ March 6, 2008 .

OTHER«COMPENSATION TO BIRECTORS:::

;;’..:lr; . _,,‘3"": e e

James Reamsbottom and Julia Harrod:-each receive $5( 00 per month for thelr services as drrectors
of‘the Company. As at the fiscal year ended 1~“e’oruary 28 2002, $6,000 was paid to each of
James Reamsbottom and Julia Harrod I L N eI RS PR Com e .-

Ty

U .i‘ -

INDEBTEDNESS TO COMPANY OF DIRECTORS AND SENIOR OF F ICERS L

None of the directors -and senior-officers of the'Company,: proposed-nominees for election or
associates'of such'persons is or has been:indebted.to the Company or its sub51d1anes at any. time
since: the beginning of the last completed financial year of . the: Company and .no mdebtedness
remams outstandmg asat the date of this Infonnatmn Clrcular T TR

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Since March I, 2002 bemg the commencement of the Company 'S* last completed ﬁnanc1al year,
none of the following persons has: any material mterest direct or. indirect, in any transaction or
proposed transaction which. has matenally a.ffected or: w111 matenally affect the Company or any
ofltssubsmmnes Tl oLoon o e e

(@ any duector Or Senior ofﬁcer of the Company, “

(b)  any proposed ncminee for election as a director of the-Company;



g

(c) any member holding, directly or indirectly, more than 10% of the voting rights
attached to aii‘the shares of the:Cpmpany; and-. :

(d) any associate or afﬁhate of any of the foregomg persons

VLT

APPOINTMENT OF AUDITOR

Unless otherwise instructed, the proxies given pursuant;to. this solicitation will be. voted for the
re-appointment of Amisano Hanson, Chartered Accountants, of Vancouver, British Columbia, as
auditor of the Company to hold office until the close of the:next anpual general ; meeting, of the
Company. It is proposed that the remuneratlon to be pald to the auditor of thé Company be fixed
by the Board of Directors.  “ivrell ot oo w Loun o0 henay v

Amisano Hanson, Chartered Accountants were ﬁrst appomted »audltor of the Company on
December 20;. 1990. , O e e i o e )

MWAGEMENT,COMMéTS

EO S S S A

There are no management functions of the Company! or.a‘subsididry thereef whichare to any

substantial degree performed by a person other than the directors or senior officers of the

Company or asubsidiary théreof; except that First.Capital-Realty' Ltd., a company. ¢ontrolled by
Peter Haladin-is paid $2,000 per'month forioffice management setvices. As at the date of the

most recently completed fiscal year end $24,000 has been paid to:First. Capital Realty Ltd.

ADOPTION OF STOCK'OPTION PLANC & 2 20fif % foih b 700 5w gy e

On -August 21, 2002, the”TSX Venture 'Exchange- (the.:“Exchange™ published its revised
Corporate ‘Finance Manual. " Unaderiithe Exchange’s:Policy: 4:4,governing :stock options, all
issuers are‘tequired to adopt @ stock option-plan pursuant-to:which stock options may be granted.
The Company currently has no stock ‘option' plan-and has previously granted stock options on an
individual basis. Prior to the meeting date, the directors of the Company will, subject to
Shareholder and regulatory. approval{ considet and’ :approve ‘a st6ek-option-plan. 'The plan shall
consist of shares of the Company’s authorized but unissued common shares and will be limited
to' 10% of the ‘issued shares:of the Compay ‘4t the:time-of ‘any. granting of cptions-(on a non-
diluted basis). This is deeiried a“rolling™ as.opposed to-a “fixed number plan.. Any previously
granted options will be deemed to-be accepted into'and governed by the plan, and if any options
granted expire or terminate for any reason without having been exercised in full, the unpurchased
shares shall again be available under the plan The plan comphes with the requirements of
Exchange Policy 4.4 for Tier 2 issuers. - "+~ = S s

A copy of the plan is available-for review at the registered offices. of the Company, Suite 800 —
885 West Georgia Street, Vancouver, British Columbia during normal business hours up to and
~ including the date of the Meeting.
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The Company is askmg shareholders to approve the followmg resolutions:

P .
[N i P BT

“Resolved that subject tor regulatory approval I I
LESEAT T UL e e s e
1. the Company’s stock option plan (the “Plan ) be and it is hereby adopted and
approved;
2. the board of directors be authorized to grant options under and snbject to the terms

and conditions of the Plan, which may be exercised to purchase up to 10% of the
issued common shares of the Company as at the time of grant;
3. the outstandrng stook“”'"o]bt‘ions which have been granted prior to the
w. - implementation of the ‘Plan- shall, for the purpose of calculating the number of
stock options that may be granted under the Plan, be treated as options granted
under the Plan; and

4. the directors and officers of the Company be authorized and directed to perform
such acts and deeds and things and execute all such documents, agreements and
other writings as may be required to give effect to the true intent of these

~ resolutions.”

PARTICULARS OF OTHER MATTERS TO BE ACTED UPON

Other than the approval of financial statements, setting the number of directors at three (3),
electing the directors as nominated, appointing an auditor, authorizing the auditor’s remuneration
and approving the stock option plan, the management of the Company is not aware of any other
matter to come before the Meeting other than as set forth in the Notice of the Meeting. If any
other matter properly comes before the Meeting, it is the intention of the persons named in the
enclosed Form of Proxy to vote the shares represented thereby in accordance with their best
judgment on such matter.
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CERTIFICATE

The foregoing contains no untrue statement of a material fact and does not omit to state a
material fact that is required to be stated or that is necessary:to: make. a statement.not misleading
in the light of the circumstances in which it was made
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Dated as of the 24th day of June, 2003
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British Columbia QUARTERLY AND YEAR END REPORT
Securities Commission - BC FORM 51-701F (previously Form 61)

INCORPORATED AS PART OF:
Freedom of Information and Protection of Privacy Act: The personal
information requested on this form is collected under the authority of and
uscd for the purposc of administering the Securities Act. Questions about X Schedule A
the collcction or use of this information can be directed to the Supervisor,
Financial Reporting (604-899-6731), P.O. Box 10142, Pacific Centre,
701 West Georgia Strect, Vancouver, BC V7Y 1L2. Toll Free in British

Columbsia 1-800-373-6393. Schedule B
(ploce X in appropriate calegory)
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ISSUER DETAILS
NAME OF ISSUER FOR QUARTER ENDED DATE OF REPORT

‘ ( YY/MM/DD
Megastar Development Corp. February 28, 2003 03/06/25
ISSUER'S ADDRESS 9110 Glover Road, Suite #5, PO Box 865
CITY PROVINCE POSTAL CODE ISSUER FAX NO. ISSUER TELEPHONE NO.
Fort Langley BC VIM 282 604-888-3268 604-888-0786
CONTACT PERSON CONTACT'S POSITION ‘ CONTACT TELEPHONE NO.
Peter Haladin Director 604-888-0786
CONTACT E-MAIL ADDRESS WEB SITE ADDRESS
haladin@bc-atter.net N/A
CERTIFICATE

The three schedules required o complete this Report are attached and the disclosure contained therein has been
approved by the Board of Directors. A copy of this Report will be provided to any shareholder who requests it.

“Pefer Halaain PETER HALADIN 03/06/25
DATE SIGNED
DIRECTOR'S SIGNATURE PRINT FULL NAME YY/MM/DD
“Seyry Minnlh Jemy Minni 03/06/25
DATE SIGNED
DIRECTOR'S SIGNATURE PRINT FULL NAME ; YY/MM/DD

(Electronic signatures should be entered in “quotations”)
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TERRY AMISANO LTD. . ' Amisano HansoN
Kevin Hanson, CA ‘ CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Shareholders,
Megastar Development Corp.

We have audited the consolidated balance sheets of Megastar Development Corp. as at February 28,
2003 and 2002 and the conséiidated staterments of-loss and deficit anc cash flows for the years then
ended. These ﬁnanmal statements are the responsxbxhty of the Companys management Our

responsibility is to express an opmlon on these ﬁnanc1a1 statements based on our audxts

L ,-‘:;? e

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at February 28, 2003 and 2002 and the results of its operations
and its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles. As required by the British Columbia Company Act, we report that, in our opinion, these

principles have been applied on a basis consistent with that of the preceding year.

Vancouver, Canada “AMISANO HANSON”
June 16, 2003 Chartered Accountants
750 WEST PENDER STREET, SUITE 604 TELEPHONE: 604-689-0188
VANCOUVER CANADA FACSIMILE: 604-689-9773

V6C 2T7 E-MAIL: amishan@telus.net



' MEGASTAR DEVELOPMENT CORP.
- “CONSOLIDATED BALANCE SHEETS"

" ... : February 28:2003 and 2002 -

Sl S ASSETS 2003 2002
Current . . - e
" -Cash e § - 211,843 8 7,450
" GST receivable = co 1,497 : 2,184
Advance receivable e L - 1,340
o 13,340 . 10,974
Resource properties ~ Schedule 1 and Note 3 11,323 11,323
: LS. 24663 S 22297
LIABILITIES
- Current il o
Accounts payable ~Note 5 p 35,240 $ - 40,738
Due to related parties — Notes 5 and 7 st 62,0630 -
- 97,303 40,738
RN L SHAREHOLDERS' DEFICIENCY o
Share capital — Notes 4 and 7 4,874,081 4,830,885
Shares:subscribed — Note 7 - - 14,000 . .. . .
‘Deficit e ( 4,960,721) ( 4,849,326)
( 72640) ( 18441)
$ 24,663 s 22,297
Nature and Continuance of Operations — Note 1
Commitments — Notes 4 and 7
Subsequent Events — Note 7
APPROVED BY THE DIRECTORS:
“Peter Haladin” “Jerry Minni”
, Director , Director

SEE ACCOMPANYING NOTES



‘MEGASTAR DEVELOPMENT CORP.
CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT
for the years ended February 28.-2003 and 2002

© SEE. ACCOMPANYING NCTES

x T e 2003
Adrmmstratlve Expenses
Accounting and andit fees — Note 5 $ 16,325 $
. Administrative fees — Note 5 24,000 5. . T2
. Bank charges and interest B i
Filing fees ' 5,381
" Investor relations - 3,037
Legal fees « e ey 00,803
Management fees — Note 5 ' 30,000
Office, telephone and miscellaneous 7,868
Transfer agent fees 5,513
Travel ey 12,284
ToLRAe L ieck —_—_—
Loss before other 1tems ( 111,395) ( --144,242)
Other Items: R N
Write-down of resource properties con e 0 e e, 0 96,700)
" Project mvest1ga_ﬁ10;1 costs - ( 16,757)
Net loss for the year - ( 111,395) ( 257,699)
FIPREE PNt ’
~ Deficit, beginning of year =~~~ - ( 4,849,326) ( 4,591,627)
Deficit, end of year |- $ ( 4,960,721)$-( 4,849,326)
" Basic arid diluted loss per share S( 002 S( 004



MEGASTAR DEVELCPMENT CORP.

- 'CONSOLIDATED STATEMENTS OF CASH FLOWS

-for.the years'ended February 28; 2003 and 2002

- Opetating Activities

. Netdoss for theyear: ;. .. i

Add item not involving cash:

‘Write-down of resource properties ~

’ Changes in non-cash working capital item:

GST receivable
Advance receivable
Prepaid expenses,
Accounts payable

Investing Activity R

- Resource properties expenditures

Financing Activities
Issue of common shares
Share subscriptions

" Due to related parties

_ I.ncfeasﬂe‘ in cash dﬁring the yggf 1

Cash, beginnixig of year

Cash, end of year

Supplemental disclosure of cash flow information:

Cash paid for:
Interest

Income taxes

‘SEE ACCOMPANYING NOTES

2003 002
111,395) . S ( 257,699)
o 96,700
111,395)  ( 160,999)
687 4,158

1,340 (1340

- . 12,768
L5498 (1,449
. 114866) . ( 146,858)
; ( 11323)

43,196 181,138
14000 . -
62,063 (  17,000)
119,259 164,138
4,393 5,957
7,450 1,493
11,843 3 7,450

. s .

I .
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, ‘MEGASTAR DEVELOPMENT CORP. Schedule 1
CONSCLIDATED SCHEDULE OF RESOURCE PROPERTIES
. for the véar'ended Eebruary 28.-2003-and 2002

Balance Balance

February 28, srepeis, February 28,

Resource Properties - ' 200} Additions Wr;terdowp 20@2 -and 2003

Simkar Property, Quebec, Canada Fent u A g don st BT

~ Acquisition costs § 551,200 § .-en01e ;$,u,=<; oo - 30 7551,200
‘Deferred exploration costs 280,825 - - 280,825
N 832,025 ., ... .o, - 832,025
Write-down to net recoverable value ( 802,025) - ( 30 OOO) ( 1832,025)
30,000 - 30?‘999_)?“‘ /g‘;‘ -

Otish Mountain Claim, Quebec, Canada

Acquisition costs ‘ - 10,000 - 10,000
Deferred exploration costs
Assessment fees - 1,323 - 1,323
. 323 - . 11,323
Jasper Mineral Clalm Bntlsh Columbia, e
Canada , Tt e e

Acquxsmon costs: - 47,500 - ( 47500): . . . -

Cindi Mineral Claim, British Coluibia, Coe

Canada IS

- Acquisition costs. .. . .. 19,200 - ( 19,200) -

$ 96700 $ 11,323 $( 96;700) "$-%' 11,323

SEE ACCOMPANYING NOTES



Note 1

Note 2

S s1gmﬁcant accountmg pohcxes summarued below

MEGASTAR DEVELOPMENT CORP. - - .
NOTES TO THE CONSOLIDATED: rINANCIAL STATEMENTS

February 28, 2003 and 2002 B

Nature and Continuance of -»Ob'eratiéﬂs'}“;,!.—fﬁ SR et e e

The Company is a development stage public company .listed. on the “TSX Venture

+ +Exchange. ‘The Comapany-is.if the process. of exploring its resource properties and has not

© yet determined .;whether, these propemes contain. reserves that are economically

; recoverable. ..The recoverability. of .amounts shown for resource properties is dependent
-~ upon the discovery of- econormcally recoverable reserves ‘and confirmation of the
;- Company's interest-in the.underlying propemes the ablhty of the Company to obtain
.+..necessary- financing to, satisfy..the -expenditure requ1rements under resource property
.. agreements-and to .complete the development of the propemes and upon future proﬁtable

production or the sale thereof.

.. ‘These consolidated.financial statements have been prepared on a going concern basis. At

-February,28, 2003, the Company has. ajﬁworkmg capital deﬁcnency of $83,963 and has

- vincwred losses of $4 960,721 since inception. . Its. ability. to contmue as a going concern 1s

- +dependent upomthe ability of the Company to generate proﬁtable operat1ons in the future

- - and/or to obtaip- the*necessary-financing to. meet its obhgatlons and repay its liabilities
~ar151ng from normal:business operatxons when they come due.

[

The Company was mcorporated under the Bnt1sh Columbla Company Act.

Summary of Significant Accounting Policies... bt e e

(The consohdated financial statements of the Company have been: prepared in accordance
T w1tn generally accepted accountmg prmclples in Canada ‘and -“aré¢'stated in Canadian
R dollars Because a precxse ‘determinatios of" many assets and liabilitiesis dependent upon
future events, the preparatlon ‘of financial statéments for aperiod necessarily involves the
‘use of estimates which' have been made usmg cafeful Judgment Actual results could

differ from these estimates. ="~ ' -

The consolidated financial statements-fiave, in"management’s: opinion”been properly
prepared - within redsonable limits. .of- matenahty and. within the. framework of the

:’f(a) Pnnclples of Consohdanon S ~ -

' These fmancml statements mclude the accounts of ‘\/Iegastar Development Corp. and

: ' Jits wholly-owned subsxdlary, 1055019 Ontano Lumted, (“OntarloCo”) All inter-

_ company tra.nsactlons have been elumnated




Megastar Development Corp.<s = o0 0T
Notes to the Consolidated Financial Statements : -

February 28, 2003 and 2002 — Page 2 I

Note 2

e

Resource Properties =~ o =mvon grmmmeise

VI e

The Coﬁip'a}i}y “defers the- cost of adqiifite; ‘maifitaining iits interest; exploring and
developing mineral properti€s “mtil such “timie 4§ "the properties are placed into

' production; “abandoned, $old" bt cotisidered- 't be” impaired. in” value. = Costs of
- producing p;dpbrfieé' wilt B Smortized ‘ore unit 6f production basis and costs of

~ mineral properties

abandoned properties 4te ' wiitfén-off. | Preceeds received-on the sale of interests in

ies are creditedto the carfying valueof the. mineral-properties, with
any excess included i operations. *Wiite-dowiis: due ‘to-impairment in value are
charged to operations. Tona ot RE2 BT e Ll

The Company i il the process of exploting and-developing:its mineral properties and
has ni6t et ‘determined the améunt of reserves available. . Management reviews the

* “carrying value of tineral propeffies on #'periodic basis and will recognize impairment

“in value based upon ciirrent éxploratién results, the prospect of further work being

e i g o

‘carried out by’T-‘ih_é‘;‘c"ampah‘y,%'the@a‘s"iées'smeaf%ofsfumma‘probabiuty of profitable
revenues frofr the ‘property ‘ot from the’ salé of ‘thetproperty. * Amounts shown for
properties represent costs incurred net of write-downs and recoveries, and are not

 intended to represent present orfuture values. -1

Foreign Currency Translation:”

. Monetary. items denominated in a, foreign cuirency are translated . into Canadian

., dollars at exchange rates prevailing at the balance shest date ‘and,nofg‘_-j‘rfnonetary» items
. are translated. at,,exchange, Tatés prevailing, when 'the assets were acquired or

. - obligations incurred,, Foreign ;Vgppqnpy-.genom@(:ét_éd: revenue and expense items are

. tramslated at exchange.rates preyailing at the transaction date. Gains or losses arising

<t Basic earmngstv'ﬁér ‘shhre -are: computed' by“divici' g’ thé;’.l

from the translations are included in operations. , ..., .

oss for:the year by the
weighted average number.of ‘common.: shares outstanding -during the year. Diluted
earnings per share reflect the potential dilution that could occur if potentially dilutive
securities were exercised or converted .to.common :stock. The dilutive effect of

options and warrants, and their equivalent is computed by application of the treasury

¢ Yo

SRR P

" stock method and the _effect of, convertible securities by the “if” converted” method.

Fully dilufed amounts are not présented when the effect of the computations are anti-

dilutive due to the losses incurred. Accordingly, théte is no difference in the amounts
presented for basic and diluted loss per share. .



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 28, 2003 and 2002 — Page 3

Note 2

®

" The Company has a stock-based compensation- plan as disclosed in Note 4, whereby

Summary of Significant Accounting Policies ~ (cont’d) .pi-oro ¢

(e) Financial Instruments R T S

* The” carrymg value of thé Company’s-financial instruments, consisting of cash,
"~ ‘advance'recéivable, dccounts payable-and dué to related parties approximate their fair

value due to the short-term maturity of such instruments. Unless otherwise noted, it is

“’management s opinion- that the -Comipany is ‘mot exposed to sxgmﬁcant interest,

currency or credit Fisks ansing from'these finaricial instruments..

Stock-based Compensation Plan ot i owesy ot

" stock Options “are’ granted ‘in accordance with ‘the pohcxes of - -Tegulatory authorities.

@

The Company applies the “settletnent - method”" of -accounting for stock-based
compensation awards. No compensation expense is recognized for those options
when issued to employees and directors. Any consideration- paid by employees. and
directors upon exercise of stock options is credited to share capltal

Effective for fiscal years beglnmng on or after January 1, 2002 pubhc companies are
required to adopt the new recommendationis of thé" Canadlan Institute of Chartered
Accountants regarding accounting for Canadian Stock-based Compensation. These
new requiréments require that all stock based payments to non- -employees and direct

‘awards of stock to employees be accounted for using a fair value based method of

accounting. However, the new standard perfmits the Company to-continue its existing
policy of not recordmg compensatiori‘cost on the grant:of stock options to employees
with the addition of pro forma mformatlon The Company has.¢lected to apply the pro
forma disclosure provisions of the new standard to awards granted on or after March

Income Taxes PRI

The Company follows the asset and liability method -of accounting for income taxes.
Under this ‘method,: current income taxes are recogmzed for the estimated income
taxes payable for the current period. Future income tax assets and liabilities are
recognized for temporary differences between the tax and accounting basis of assets
and liabilities' as well as for the benefit:of losses available to:be. carried forward to

-, . future years. for tax purposes only 1f itis more hkely than not that they can be realized.



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 28, 2003 and 2002 — Page 4

Note 3

“Noted4

Resource Properties 0 fiw. - aoiniin™ v e 00 e T s T e g b

2)

Simkar Property, Quebec, Canada

" The Company’s. wholly-owned - subsidiary:- has a 100°/ cinterest in two mining

concessions totalhng 557 acres: Eocated in; Louv1court Iownshlp Quebec

| Dunng the year ended Febma'y 28 2002 management of the Cornpany wrote-down

b)

the property by $30,000.to an estimated net recoverable, value of SNil.

Otish Mountain Property, Quebec. Canada;, -

- During the year:ended. February-28,-2002;. the Cempany acqmred a 100% interest in

'.2,500 hectares-in-the Otish Mountain region-of Quebec from the Quebec Ministry of

Share g!tal Note 7

a)
', 100 000 000 common share Wi ,

PRV ey

d)

Natlonal Resource" for. $10 000 cash

Authonzed

2002

Issued S ‘\Iumber Number

Balance, begmnmg ofvear »
««Parsuant to the exercise of share e -
326 351, 32,636

3
6,527,020 4‘“83.,6’,"835 U 4877.020 4,649,747

ST At Februa:y 28,3003, “131; 250 shares (2002 ‘138 2‘0) are held in escrow by the

Company’s “transfer agent.” ‘The felease of -these ‘shares is- subject to regulatory
approval.

Commitments:

Stock-based Compensation Plan

The Company has granted employees and directors common share purchase options.

" These options are granted with an exercise price equal to the market price of the

Company’s shares on the date of the grant.

: ;-p' chase opt*ons oo —at $0.40: - -
: ; —at $Q42, = 88 00(1 10 560_ : 220,000 26,400
Pursuant to a pnvate placement N ‘
—at $0.13 - - 1,430,000 185,900
Issue costs : - P _ - (31,162)
: Ba‘lance‘,»‘ 'e'nfi ‘of'year eesE s 6,941,370 L 4,874,081 7 6,527,020 4,830,885
ei.";.}:scrow S ' .;-



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 28, 2003 and 2002 — Page 5

Note 4 Share Capital — (cont’d)

d) Commitments: — (cont’d)

SRS

Stock-based Compensation Plan (cent’d) -

< - A’ summary ofi the 'status of-the stock option plan as of February 28, 2003 and 2002
and changes during the years then ended:is pressnted below:

Outstandmg at begmmng of y°ar
Granted
Exercised

Outstanding and exercisable at
endofyear ... - . .

UL W . 1

2003 2002

‘Weighted Weighted
.. Average Average
Numibet of * Exercxse " Numberof Exercise

. options Pnce options Price
| ;-._-544,35’1...“ is011 7,200 $0.12
100,000 80.14 - 326,351 $0.10
(514,351) $(0.11) (220,000) (50.12)

. -130,000 . $0.12 $0.11

61,200

At February 28, 2003, there are 130,000 employee and director sharé purchase options
outstanding entitling the holders thereof the right to purchase one common share for
each optlon held at $0.12 per share expiring on December 29 2005.

L ” " As disclosed in its accounting policy note, the Company dops not record

compensatxon expense on the granting of stock options-for employzes,

‘ The stock compensation expense for the year ended February 28, 2003 associated with

employees and directors’ options, not recognized in the financial statements is
« o disclosed in the pro forma amounts below;

Net loss

e Basxc and d1 utegi loss per share. y o

~“Fajr Valie

. Of Options
_AgR_ep_grp;_e__ Granted Pro forma
$( 1’4‘310) $( 125,705)

$( 111395)

CS( 0.02)



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 28, 2003 and 2002 — Page 6

Note4  Share Capital ~ (cont’d) P gL men
d) Commitments: — (cont’d) R T R AT eoe To eI
Stock-based Compensatiori Plan— (cont’d)» <o - o L
The fair value of share options'was esumat°d usmg the Black-° choles option pricing
model with the following assumptions: =+ [ .wb seons s
st Year ended
February 28, 2003
Rlsk-free mterest rate 2.53%
Dividend yield ~ = -
Expected stock pnce volatlhty 103%
Weighied average: e:\pected StocK it oLk
optlon hfe Coeh 5. years
Note 5 Related PmTrmsactlons

CHITD i,

- The Company ificurred the’ followmg expendltures with ‘directors-and officers of the
Company, companies with common directors and an accounting firm in which a director is

RTINS T LA e c ' - b -;29_3. _2._0—0-2
Accounting fees ‘ s 7200 § 5,300
CAdmiinistrative feesi. o cooiiwiLn o st e, 24,000 24,000
Management feesicorer, 4 v o Lm0 CLLE 30,000 30,000

.5, 61200 § 59,300

These expenditures were measured by the excha;hgé'\ 4mi6unt which is the amount agreed
upon by the transacting parties.

Accounts payable at February 28, 2003 includes $1,605 (2002: $1,605) due to an
accountmg ﬁrm in Whlch a dlrector is a partner.

Due to related part:es at February 28, 2003 of $62,063 (2002: $Ni}) con51sts of amounts
owing to directors and a private company with-2 coramor director. These amounts are
unsecured, non-interest bearing and have no specific terms for repayment.



Megastar Development Corp.

.. Notes to the Consolldated Financial Statements
Pebruary 28 2003 and 2902 Page il anTs

TN

Note 6

Note 7

e

: BEEF - . JP
CRE el i L TR

Corporanon Loss Carrvforwards

At February 28 2003 the Company has accumulated non—cap1tal losses to*alhng
51,400,188 .which- ‘may be apphed agamst future year’s taxable mcome These losses =
explre as follows: - 4 :

P

2004 $ 337331

72005 . 373,829
o 2006 soe-eee 163,590 -
5007 T 144209 - )
2008 113,944 - onieos s
2009 160,998
2010 - 106,287
: : IR . ‘_q“m“ (e &m0 1,400,188 1w . o
BaE o E U A oo 3 gawnal

At February 28, 2003 the Company has Neccumulated Canadian exploratxon and
-development expendltures of $264,055, forelgn exploranon ‘expenditures of $435,464 and
an earned depletion base of $67,604. These expenditures carryforward indefinitely and

. are avallable to oﬁ'set agalnst certam future years taxable income at various rates er

year

"/Y e

_The future tax benefit of these losses and expendlrures if any, has not been recorded in

"’the financial statements as it is. more likely than not' that the future tax assets will notbe "

realized and accordingly a full valuation allowance has been made.

_.SubsequentEvents = .. e i

Subsequent to February 28, 2003: -

a} the Company:issued 800,000 units at $0.12 per-unit pursuant to a private placement.

- Each unit consists of one common; share -and-one common share purchase warrant.
Each warrant and $0.16 will entitle the holder thereof to acquire an additional
common share. The warrants expire on April 15, 2005. The Company received
$65,000 cash and applied $31;000 due to related partles at February 28, 2003. for total
proceeds of $96,000;

' b) the Company granted 502,068'sHare' pﬁich’a‘se ‘options” to"two directors of the’

Company. Each option is exercisable at $0.13 per share until March 6, 2008; and

- .':c') the Company issued 100,000 sharespﬁrs?ﬁant to the exercise of options at $0.14 per ~

share. Total proceeds of 314, 000 were dlsclosed as share subscnptlons at Febmary
28,2003. - - r



British Columbia QUARTER!.Y AND YEAR END REPORT
Secvrities Commission BC FORM 51-901F (prevnously Form é1)

INCORPORATED AS PART OF

Freedom: of Information and Protection of Privacy Aet: The-pegsonal. -+ L N
information requested:on this form is collected under the authority, of and \ T )
used for the purposc ofadmlmstcrmg the Securities Act. Questions about R B Lo SChedue A ’
the collection or usc of this information can be dirccted to the Supervisor, L
Financial Reporting (604-899-6731), P.O. Box 10142, Pacific Centre,

701 West Georgia Street, Vancouvet, BC V7Y 112, TolI Frec in British Do
Columbia 1-800-373-6393. e X Schedule B

{place X in appropriate category}

ISSUER DETAILS - » |
NAME OF ISSUER B FOR QUARTER ENDED DATE OF REPORT
'. o J YY/MM/DD
Megastar Development Corp.. | .= February 28, 2003 03/04/25
ISSUER'S ADDRESS 91 10 Glover Road Surte #5 Po Box 865

Y o ‘ U “I3SUER TELEPHONE NO.

Fortlangley ~ =~ Isc "I“IViM’i&z‘i 3 l 604-888-3268' ' | 604-888-0786

CONTACT PERSON CONTACT'S POSITION 'CONTACT TELEPHONE NO.
S Tl ] EE T F e PAMTL, oo Ry PR S AN P v

PeterHaladin . . ., .  iDirector . .. ... . .. ., .| 604-888-0786

CONTACT E-MAIL ADDRESS ™ 71 38 i oo’ G4 2 "WEBSITE ADDRESS!: -/

haladin@bc-alter.net N/A

CERTIFICATE e e

The three schedules required to complete fhis-Report are attached and the diséidsufe Contained therein has been
opproved by the Bocrd of Dxrecfors A copy M‘Fhis Repoﬁ wut be prowded to any shcreholdec who requests n

“/’eferﬁabaﬁi’ RE‘.IER;HA_LADIN - 03/06/25
' R T DATE SIGNED
DIRECTOR'S SIGNATURE PRINT FULL NAME YY/MM/DD
= B R T T O L 7 TAT R 3 N i
“Semy Minal JerryMlnni R 03/06/25
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(Electronic signatures should be entered in “gquotations”)



Schedule A:

Schedule B:

1.

Schedule C:

o b) Summary of optxons granted durmg the penod ’

MEGASTAR DEVELOPMENT CORP.
YEAR END REPORT
- for'the year-ended Eébruary 28 2003

Financial Information O R PN L Tt 11 WS
—  See consolidated financial statements attached

Supplementary Informatxon Sl

.

Ana1y51s of expenses and deferred costs

- Administrative Expenses - .

- See, consohdated ﬁnanmal statements att hed

"4‘DeferredCosts Sati R A SR

- See consohdated financial statements attached

Related party transactions: ~ ° Uil GOLUEe L BREoani s g
—' !SeeNote5 to the consolidated financial statements.attached ...

Summary of securities issued and options gxanted during the period;™ 5. * -

""a) Sumniary 'of common sha.res issued: - F IR Ol
S bmaege s ot e s e e e Nete,
_ Date s ‘ Type _ Number“ Price Proceeds Consideration
May 25/02 Exercxse of optlons . 88 OQO“ '$0.12 -5 .10, 560 _ Cash

Nov. 4/02  Exercise of options 326351 $0.10 $ 32,636 ~ Cash

Date
Granted Optionee Number Prite: . - i:.;Date. i
Apr. 18/02 " James Réamsbottom ‘7 - 160,000 - so 14 21 Apr. 18/07. -

Summary. of securities as at the end of the reportmg penod

.a) Authonzed share capltal

* See Note 4 of the consolxdated ﬁna.neral state‘nents T e

b) Number and recorded value for shares 1ssued and °ut8tan dlng P,
~ See Note 4 of the consolidated financial staternents

¢) Summary of optmn warrants and convertible securities outstand.mg
- See Note 4 of the consohdated financial staternents

' d) Total number of shares m each class of shares sub_] ecf to escrow or poolmg

agreements 131 ,250 common shares

List of D1rectors and Ofﬁcers Peter Haladm, i’remdent, Dlrector and CEO
James Reamsboiton, Director, Secretary and CFO
Jerry Minni, Director

Management Discussion
- See attached



MEGASTAR DEVELOPMENT:CORP.
YEAREND REPORT
“for the_year ended February 28, 2003

Schedule C: Management Dlscussmn and Analysxs
e Ity ‘gigo

Description of Business L e i R
The Company is in the process of exploring its mineral properties and has not vet determined whether
these properties contain mineral reserves that ate ecoriomically recoverable, «.. . ;..

The continued operations of the Company and recoverablhty ofithe’ arHounts shown for the mineral
property and related deferred costs is dependé.rﬁ' upon discovery ‘of" ec‘on’onucally recoverable reserves,
the ability of the Company to obtain the necessary ﬁnancmg to comglete the development and upon
future profitable production. LTl et e e

Discussions of Operations and Financial Codnitions = o
During the period under review the Commpany did not:incur any exploratlonaexpendlmres

______ESlmkar Pro e___m_._ A FE N M R SV I Ty T &
A lot of activity has been observed in “Val d’Or. regxon of Quebec w1th !h@ rise in gold pnces

_ AUR Resources in partxcular has been actlvely exploring the area surrounding the Simkar Property.

kThe Company has spent over $800 000 on a dnlhng program 6 years ago and has proven up
N “apnrox1mately 100, 000 ounces of gold :

An engineering report should be completed 1n a few weeks and a p0551ble dnllmg program is
envxsaged for the summer.

Otish Mguutain Claims- v s o o

Some verv encouraging results have. been encountered by Ashton Resources m that region of several
diamond bearing kimberlites.

The Company will be d1scussmg withit's engmeers ‘a plan of prehmmary exploratlon

The Company did not earn any,ipcome. during the peuod wh11e mcumng expenses of $111,395 as
compared to expenses of $257 699 dunng the comparanve penod ) ;

RSO SIS DI e s et arloe

For a detailed analysxs of expenditures referto the ﬁnancml statements

There were no legal’ proceedmgs égamstthe Cdmpany durmg the penod

The Company has not entered mto mvestor relatlons agreements yet, but has been in contact with a
German Group for a poss1ble ‘inVestor felatlons representanon in Europe

The Company d1d not enter mto any other matenal contracts dunng the penod

R tF I LA




Megastar Development Corp.
Year End Report ~ Page 2

for the yearvende_c‘i Febrqa_ry 28.2003° B

b T e Tes

Subsequent Events
“‘Subsequent to February28,2003: .~ « - - . .pc . f

i) the Company issued 800,000 units at $0.12 per unit pursuant to a private placement. Each unit -

consists of one common share and one common share purchase warrant. Each warrant and $0.16

“ ¢ will entitlé ‘the holder theteof to- ‘acquire -an additiorial :common share The warrants expire on

-+ April:15,,2005. The Confipany received $65,000 incash and apphed $31,000 due to a related party
at year end for total proceeds of $96,000;, and . :

i) the Company granted 502,068 share purchase options to two dxrectors of the Company. Each
~opt10n 1s exermsable at $0: 13 untll March 6, 2008. o7 :

Fmancmg, Prmcupal Puggose and Mllestone

During the year, the Company recelved $57, 196 from the exercise of stock opnons and $62,063 from
related .parties. - The. proceeds :were used for general- working capital,. Of:the amount received from
related parties, $31,000 was subsequently applied to the private placement previously disclosed.

Liquidity and solvency
The Coifipany hiad a wWorKiilg ¢apital deficienicyof $83,963 at February-28; 2003.



MEGASTAR DEVELOPMENT CORP.

TO REGISTERED HOLDERS . g
AND NON-REGISTERED HOLDERS (BENEFICIAL HOLDERS)

B IR PN

In accordance w1th National Instrument 54-102 — “Supplernentalv.Mailing ‘List: and -Interim
F1nanc1al Statement. Exemptron - T O

.(a) ‘registered shareholders may elect annually to have thelr name added to an issuer’s
: supplementary mailing:list in order to receive interim ﬁnanc1al statements for the
issuer’s first, second and third fiscal quarters; L ERCE

(b) non—registered shareholders may elect‘l ‘avnnnally ta, have their. name added to an
issuer’s supplementary mailing list in order to rece1ve 1nter1m ﬁnancral statements
for the issuer’s first, second and thrrd ﬁscal quarters‘ el AT

ANl g

If you are 1nterested in recervmg such quarterly reports please complete and return thls form

NAME OF ISSUER: MEGASTAR DEVELOPMENT CORP.
NAME OF SHAREHOLDER:
ADDRESS:
SIGNATURE:
I certify that I am a registered shareholder
SIGNATURE :
1 certify that I am a non-registered shareholder (beneficial holder)
DATE: , 2003

MAIL TO:  Pacific Corporate Trust Company
10th Floor — 625 Howe Street
Vancouver, B.C. V6C 3B8

DAjm/477189.1
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Resolutions (For fuil details of each item, please see the enclosed Notice of
Meeting and Information Circular)

ANNUAL GENERAL MEETING OF SHAREHOLDERS OF
MEGASTAR DEVELOPMENT CORP.

TO BE HELD AT THE OFFICES OF MESSRS. CLARK, WILSON, 8TH FLOOR
~ 885 WEST GEORGIA STREET, VANCOUVER, BC ON THURSDAY, JULY
25TH, 2003, AT 10:00 AM (VANCOUVER TIME)

The undersigned member (“Registered Shareholder”) of the Company hereby
appoints, Peter Haladin, the President and a Director of the Company, or failing him,
James Reamsbottom, a Director of the Company, or in the place of the foregoing,
(print the name), as proxyholder for and on
behalf of the Registered Shareholder with the power of substitution to attend, act and
vote for and on behalf of the Registered Shareholder in respect of ali matters that may
properly come before the aforesaid meeting of the Registered Shareholders of the
Company (the “Meeting”) and at every adjournment thereof, to the same extent and with
the same powers as if the undersigned Registered Shareholder were present at the said
Meeting, or any adjournment thereof.

The Registered Shareholder hereby directs the proxyholder to vote the securities of the
Company recorded in the name of the Registered Shareholder as specified herein.

The undersigned Registered Shareholder hereby revokes any proxy previously
given to attend and vote at said Meeting.

REGISTERED HOLDER SIGN HERE:

DATE SIGNED:

SECURITIES & EXCHANGE COMMISSION
RM 3094 (3-6) 450 5TH ST NW
WASHINGTON DC 20549

USA

000000001301

For Against
To authorize the Directors to fix the remuneration to :
be paid to the auditor of the Company

To determine the number of Directors at three (3)

To approve an ordinary resolution to adopt a formal
stock option plan (the “Plan”), such Plan being in
compliance with the policies of the TSX Venture
Exchange, providing for the granting to the directors
and employees of the Company of incentive stock
options to purchase-common shares in the capital
stock of the Company details of which are set out in
the enclosed Proxy Statement and Information
Circular

For Withhold
Appointment of Amisano Hanson, Chartered N
Accountants, as auditor of the Company

Election of Directors

To elect Peter Haladin as a Director ]
To elect James Reamsbottom as a Director
To elect Jerry Minni as a Director

THIS PROXY MUST BE SIGNED AND DATED. ‘
SEE IMPORTANT INSTRUCTIONS ON REVERSE




